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PROVISION AGAINST THE CONSEQUENCES OF 
INDUSTRIAL ACCIDENTS' 

MILES M. DAWSON 
Counsellor at Law and Consulting Actuary, New York 

THE subject presented for discussion may be tersely yet 
comprehensively put, " How may we best provide 
against the financial consequences of industrial acci- 
dents upon workmen and their families? " It is no longer put: 
" Shall we so provide? " We have ceased asking that question 
for two reasons : first, because as a people we are already con- 
vinced that compensation should be made to injured workmen 
and to the dependents of those who are killed, entirely without 
regard to negligence ; second, because all who stop to think 
carefully about the existing conditions know very well that we 
are already making provision in a way which costs <nuch and 
helps little. 

In saying this I refer least of all to the waste in enforcing or 
evading liability for negligence, whether by direct expenditure 
of employers or by their payment of insurance premiums. If 
it be true, as has been asserted, that, by the time the insurance 
companies have met their expenses and the claimants theirs, 
not more than one-fifth to one-fourth of the premiums paid by 
employers becomes available for the relief of injured workmen 
or the dependents of the dead, even this is economical, com- 
pared with the manner in which we meet the cost of the much 
greater number of industrial accidents not so compensated. 

In civilized countries we do not knowingly permit women and 
children to starve or freeze or go without shelter. If they be- 
come paupers or beggars, we support them by public or private 
charity. If they steal, we let them live by stealing until they 
are caught and then we support them in prison. If they serve 
men's vicious propensities, we may even pay them for injuring 

1 Read at the joint meeting of the Academy of Political Science and the New York 
Association for Labor Legislation, November 10, 191 1. 
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us, or at the worst they may procure support in a home or re- 
formatory. If they fail of the education which we so freely 
offer all who themselves have food and shelter, their miseduca- 
tion will cost us dearly industrially in poor task-work and may 
cost us yet more dearly politically in the decline of democratic 
institutions which these, our wards, help to guide. 

All of this we pay ; we must pay it to the full, we cannot 
escape it. And this compensation, as it falls due, we must pay 
in this very manner, for a full generation or more to come, in 
respect to every workman already maimed and every family 
already dependent, even though we set up a system of ample 
compensation of all who become victims of these misfortunes 
from this day. 

The whole problem is essentially one of the shifting and in- 
cidence of taxation. It is purely a question of how we may 
best levy this tax, which we cannot evade, so that : first, it may 
promptly, amply and effectually relieve in such manner as to 
minimize the evils and enhance the benefits of the compensa- 
tion ; second, it may most directly and effectively encourage 
and even compel prevention ; third, it may be most economic- 
ally and efficiently administered ; fourth, it may avoid duplica- 
ting the burdens which our industries and we ourselves are 
already bearing and must bear for more than a generation to 
come, by providing for the immediate creation of a capital fund 
to furnish all the compensation hereafter to be paid to persons 
who shall be injured or who are dependent on workmen killed 
by accident. As this last problem is actuarial, it will be dis- 
cussed first. 

We are now paying through indirect and wasteful means for 
or toward the keep of tens of thousands of persons rendered 
wholly or partly dependent as the result of industrial accidents. 
This compensation, in diminishing volume as the numbers are 
reduced by death or arrival at the stage of self-support, we must 
continue for years to come — a generation or more — not to 
speak of the long, long consequences of the encouragement 
given pauperism and criminality. 

If we were to make provision now by direct tax for the care 
and support of all who become victims from this day, not a 
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voice would be raised in favor of collecting from year to year 
more than is needed to meet the payments required during the 
year, with perhaps a sufficient reserve to provide against fluctu- 
ations. 

This would mean the levy of a tax the first year sufficient 
only to pay the medical, nursing and funeral expenses of those 
who are injured or killed that year, plus the weekly or monthly 
annuities which are paid during that year to injured workmen 
or their dependents, in case they die of their injuries. The 
second year enough would have to be raised to pay all these 
items because of accidents occurring the second year and also 
all annuities to the injured or their dependents because of 
accidents that took place the first year ; the third year, enough 
to cover the annuities for accidents awarded the first and 
second years, as well as the additional payments due to the 
accidents of the third year; and so on. Theoretically the 
maximum would be reached in about fifty years, when the oldest 
pensioner or widow entitled to a pension dies off ; but really in 
half that time or even earlier if prevention keeps pace with the 
knowledge of the causes of accident which a good compensa- 
tion system will supply. Such a system would impose its 
burdens gradually, therefore, and without disturbing industries 
overmuch or withdrawing from them large sums before they 
are needed. 

Obviously, if we tax ourselves, either by holding the employer 
responsible without his insuring against such responsibility or 
by encouraging or even compelling insurance in private insurance 
companies or associations, we cannot distribute the load in the 
manner suggested above. If we impose the liability directly 
upon an employer, say a railway company, as soon as an ac- 
cident occurs we must require a liability to be set up for the 
present value of all sums payable in future because of it. 

We must not consent that an insurance company or association 
evade charging up this liability on a basis which would assure 
that assets equivalent to it would be sufficient, with interest, to 
meet these claims. Therefore, under such a system, we must 
tax ourselves at once when accidents occur, in sums equal to 
the present values of the sums to be paid, at whatever time, 
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because of them. This is a necessary, an unavoidable adjunct 
of any such system. 

Only under a frankly recognized system of taxing industries 
directly according to the payroll and the hazard by compulsory 
insurance in national funds, may we escape the staggering bur- 
den such a system would impose ; for we cannot trust anything 
less than the nation with the responsibilities assumed in adopt- 
ing the alternative plan above suggested. The nation which 
takes upon itself the enforcement of the continued collection of 
such taxes or premiums can do what it promises ; no private 
corporation or association can. The nation could never aban- 
don its wards. The private company or association has no 
wards ; it has creditors only, whose claims, if too numerous, 
may bankrupt the institution and destroy the assets held to 
protect the creditors. 

This was the view which Germany took of the matter from 
the outset; and, accordingly, the industries of Germany, ad- 
justing themselves gradually to the burden, have thriven mar- 
velously and now scarcely feel a load which would have laid 
them low if it had been suddenly imposed. The comments of 
Dr. Friedensburg, which have been given wide currency here 
of late, are those of a reactionary, who talks of " crippled 
industries" in a country the commercial progress of which 
in the twenty-five years of " social insurance " is unparalleled 
in the history of the world. In our country we have taken 
the contrary view so far, and further, have imposed the 
burden piecemeal, *. e. t by states. We have thus caused the 
almost intolerable condition against which Governor Wilson, 
of New Jersey, protested the other day, viz., a condition of 
excessive burdens upon industry in one state, out of all propor- 
tion to the rates in adjoining states — such as 2 fo in New Jersey 
against J of 1 fo in New York and Pennsylvania for machine 
shops, for instance. 

But this is only a part of the explanation. It will not, per- 
haps, apply with equal force to the state of Washington, with 
compulsory state insurance, or even to Ohio or Massachusetts 
with state insurance, but without complete compulsion; for, if 
we are as successful as the peoples of Norway, Sweden, Austria, 
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Italy or Luxembourg, we may be able to operate such a system 
much more economically than private insurance — for instance, 
for IO Jo or at most 15 fo of the premiums, instead of 50 Jo. 

In other words, there is here another reason why this tax 
upon our industries in proportion to the payrolls and the hazards, 
which must inevitably be paid by all of us, should not be levied 
indirectly through premiums paid to private insurance com- 
panies. Such a system is wasteful, even when compared with 
bureaucratic political methods ; and the burden, already ren- 
dered unreasonably heavy if we are annually to pay out moneys 
sufficient to cover all outlay, present and future, because of this 
year's accidents, is literally doubled by resort to this method. 

The want of efficiency under the system of private insurance 
is tantamount to a much greater waste than its extravagant 
expenses. The purpose of this provision is to afford support 
to injured workmen and their dependents; and, while it is 
important to avoid being deceived by simulation and malinger- 
ing, it is yet more important that, when it is decided that these 
are found not to exist, the claims be promptly allowed. With 
the private company, it is business merely. It will get off in 
each case as cheaply as possible. All questions that can be 
raised are employed as a basis for compromise. This is con- 
tinually commented upon by British magistrates with much 
bitterness and is resented by British workmen. In Denmark, it 
resulted in the state taking over the adjustment of all claims, 
even claims against private insurance companies. It must be 
remembered that if, by any chance, as has unquestionably 
happened in Great Britain, we fail to make adequate provision 
by annuity payments for these helpless ones, we shall pay the 
tax the second time in the good old way, through charities and 
correction and the like. Private insurance companies wholly 
fail to perform these functions adequately; they can save 
money by not doing it and they merely lose money by doing 
it. Further, in the readjustment of this burden, we must not 
interfere with the steady employment of all workmen at their 
trade — and particularly the employment of the aging, the fail- 
ing, the partially disabled. Private insurance at its best, as in 
England, by concessions in rates encourages the discharge of 
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such workmen. This is admitted ; it is not admitted but is 
obviously true that, as death benefits for men without family 
are much smaller, the system also encourages employers to 
prefer single men. Such lapses from true efficiency we find 
inherent in the scheme of private insurance and not elsewhere. 
They are not discoverable anywhere in the world in state insur- 
ance or in mutual insurance under state compulsion. In all 
such systems fairly carried out special efforts to utilize the 
aging, failing and partially disabled — and even to educate them 
in industries for which their powers are suitable — are made. 

Even more important is it to inquire how we may provide 
through our system of compensation for effective means of 
prevention; for that strikes at the root of the matter, and 
reduces the otherwise irreducible net cost, under whatever 
system distributed. As to this, a priori reasoning and the 
lessons of experience agree. In spite of occasional, sporadic 
efforts, the reduction of accidents will not be accomplished 
under private insurance, which is interested only in getting an 
ample rate, whatever the hazard may be, and can make as much 
money when the hazard is great as when it is small. State 
insurance is equally ineffective. It tends to become a mere 
collecting and distributing bureau, economically administered 
but not especially alert. At most, it reports to an inspection 
department all accidents and their causes, and there it rests. 
To be sure, the pressure of rates, whether of private or of state 
insurance, does something to encourage prevention, but not 
much, unless such rates are wisely, discriminatingly and even 
stubbornly applied. 

Much the most successful of all agencies for prevention have 
been mutual associations of employers, formed under legal 
compulsion, organized by industries and given full power to 
collect premiums from their members, like taxes, fixing 
the rate according to the hazard and the payroll. Ger- 
many, employing this system, leads the world in preventive 
devices and the requirement of their use. As costs vary with 
the number of accidents, all employers at once feel in their as- 
sessments the effects of neglect on the part of one or more of 
their number. No other system is conducted with greater 
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economy and no other system gives the state such warrant for 
assessing only what is required from year to year, with a moder- 
ate provision for fluctuations ; for, when at its highest point and 
in equilibrium, the cost thus determined will be the fair average 
tax which should be assessed upon the industry and through it 
upon the consumer. 

Under this system and this only, likewise, has it proved prac- 
ticable to give effective relief, by making a permanent provision 
without power to compromise or commute, to relieve quickly 
as by immediate surgical or medical attention, nursing and hos- 
pitals, to minimize the evils of simulation and malingering which 
are present in every system, and to render the benefits to 
workmen and dependents equal to the full purchasing power of 
the money paid. 

Precisely as it was anticipated that the idea of compensation, 
instead of liability for negligence, would be deemed by our peo- 
ple inconsistent with our fundamental notions of individual 
liberty and responsibility, so has it also been argued that com- 
pulsory insurance, state or national, is both repugnant to our 
conceptions of individual liberty and violative of our state and 
federal constitutions. And yet, though there has thus far been 
no concerted agitation for compulsory insurance, three states, 
as widely separated territorially and traditionally as Massachu- 
setts, Ohio and Washington, have adopted it, the first two in the 
quasi-optional form, the last in the straight-out compulsory 
form. The compulsory form has already been held constitu- 
tional in the state of Washington and the quasi-optional in the 
state of Massachusetts. At the recent conference of governors 
no governor of one of these states voiced or reported any loud 
protest ; while from New Jersey, the very governor who had 
secured the adoption of direct liability, which of course means 
private insurance, announced that the well-grounded protests of 
the people of his state against the exorbitant cost had converted 
him into an advocate of compulsory state insurance. 

The managers of the private insurance companies see the 
handwriting on the wall. Their recent meeting in New York 
brought forth at least two addresses which tacitly but none the 
less obviously admitted the seriousness of the situation from 
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their standpoint. The people and their legislatures are accord- 
ingly besought to accept as an alternative private insurance with 
state supervision of rating bureaus to be set up by the com- 
panies. The expenses of private insurance, so far, have in- 
tolerably increased the burden of accident risks, and the man- 
agement of such companies has inevitably made against the 
effectiveness of the provision for injured workmen and their 
dependents; yet their competition with one another has at 
least prevented their adding a sure profit and indeed has 
usually caused them to do the business at a loss. This the 
state is now asked to obviate by requiring the companies to 
join in fixing rates and thus obligating itself, by exercising 
supervisory powers, that the rates shall not be " confiscatory," 
that is, shall be profitable. This is the only alternative they 
offer; we must take our choice. 

From the days of Rome, it has been known to be folly to 
" farm out the taxes " to private agencies to exploit for their 
own profit. Shall we continue this method? Our early ex- 
perience with toll-roads and toll-bridges and our recent experi- 
ence with excessive bounties through protective tariffs show the 
folly of such a system. Shall we repeat this mistake on a 
tremendous scale, or shall we, under the taxing power of the 
federal government, proceed to instal, with improvements, a 
democratic system of compulsory insurance ; with administration 
in the hands of those who pay the money ; without unnecessary 
accumulation of funds and therefore with a gradual shifting of 
the burden upon the industries concerned ; with broad federal 
supervision, nation-wide, ample, economical, efficient ; encourag- 
ing prevention, supplying data and statistics for the study of 
causes, avoiding the petty meannesses of inter-state competition 
and giving positive assurance that every injured workman and 
every widow, orphan or other dependent will be provided for 
during helplessness and dependency? 
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